STATUS OF VA DIRECT LOAN PROGRAM 














HEARING 


BEFORE THE 


SUBCOMMITTEE ON HOUSING 


OF THE 


COMMITTEE ON VETERANS’ AFFAIRS 
HOUSE OF REPRESENTATIVES 
EIGHTY-FOURTH CONGRESS 


ON 


OPERATIONS OF VA DIRECT LOAN PROGRAM IN 
RELATION TO VHMCP 


NOVEMBER 26, 1956 


Printed for the use of the Committee on Veterans’ Affairs 


Pages of all hearings are numbered cumulatively to permit a 
comprehensive index at the end of the Congress. Page numbers 
lower than those in this hearing refer to other legislation. 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1956 











































COMMITTEE ON VETERANS’ AFFAIRS 


OLIN E. TEAGUE, Texas, Chairman 


W. J. BRYAN DORN, South Carolina EDITH NOURSE ROGERS, Massachusetts 
ELIZABETH KEE, West Virginia BERNARD W. (PAT), KEARNEY, New York 
GEORGE §8. LONG, Louisiana WILLIAM H. AYRES, Ohio 

JAMES A. BYRNE, Pennsylvania E. ROSS ADAIR, Indiana 

ED EDMONDSON, Oklahoma PAUL A. FINO, New York 

FRANK W. BOYKIN, Alabama PAUL WEAVER, Nebraska 

WAYNE N. ASPINALL, Colorado WILLIAM H. AVERY, Kansas 

LEO W. O’BRIEN, New York KE. KEITH THOMSON, Wyoming 

GEORGE A. SHUFORD, North Carolina EUGEND SILER, Kentucky 

GEORGE H. CHRISTOPHER, Missouri CHARLES M. TEAGUE, California 

B. F. SISK, California 


CHARLES C. DIGGS, Jr., Michigan 
JAMES A. HALEY, Florida 
OLIVER E. MEAbDows, Staff Director 


SUBCOMMITTEES 
ADMINISTRATION 
JAMES A. BYRNE, Pennsylvania, Chairman 
ELIZABETH KEE, West Virginia PHIL WEAVER, Nebraska 
CHARLES C. DIGGS, Jr., Michigan CHARLES M. TEAGUE, California 
COMPENSATION AND PENSION 
W. J. BRYAN DORN, South Carolina, Chairman 
GEORGE H. CHRISTOPHER, Missouri PAUL A. FINO, New York 
CHARLES C. DIGGS, Jr., Michigan E. KEITH THOMSON, Wyoming 
EDUCATION AND TRAINING 
OLIN E. TEAGUE, Texas, Chairman 


ED EDMONDSON, Oklahoma WILLIAM H. AYRES, Ohio 
B. F. SISK, California E. ROSS ADAIR, Indiana 
HOSPITALS 
GEORGE §. LONG, Louisiana, Chairman \ 
ELIZABETH KEE, West Virginia BERNARD W. (PAT) KEARNEY, New York 
LEO W. O’BRIEN, New York WILLIAM H. AVERY, Kansas 
B. F. SISK, California 
JAMES A. HALEY, Florida 
HOUSING 
ED EDMONDSON, Oklahoma, Chairman 
GEORGE A. SHUFORD, North Carolina WILLIAM H. AYRES, Ohio . 
GEORGE H. CHRISTOPHER, Missouri PHIL WBAVER, Nebraska 1 
INSURANCE 
WAYNE N. ASPINALL, Colorado, Chairman f 
JAMES A. BYRNE, Pennsylvania EUGENE SILER, Kentucky 
GEORGE A. SHUFORD, North Carolina CHARLES M. TEAGUE, California . 
SPANISH WAR { 
FRANK W. BOYKIN, Alabama, Chairman 
Ww. J. BRYAN DORN, South Carolina PAUL A. FINO, New York 
WAYNE N. ASPINALL, Colorado E. KEITH THOMSON, Wyoming 


t 
II ; 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


INDEX 


Page 
Ayres, Hon. William H __~~-- coeicae ead . 4242, 42504251, 4267-4270 
Brownstein, P. N. (See Veterans’ Administration. ) 
Chairman (Hon. Olin E. Teague)____-_--_____ 4242, 4246-4247, 4253, 4257, 4267 
CI ais 5s Series: die tisha Nebkeesa cies aan ania naiaiit Se a ee ee 
Downe, Adin (staff of committee) _--_____-___-_- sienna iacoaii headin ae in 
I INE TI aise cigar nieces ar _ eat esauiacmtes ea 4237, 
4240, 4243- 4248, 4250 4253, 4257, 4261-4262, 4265-4271 
Federal Reserve Board, letter on interest__-__- in adale aipnesun tr Se 
Home Builders National Association, address of ‘Di st preside iS areca ss 4257 
Loans: 
Direct: 
Interest rates on________._______ 4250-4251, 4253, 4265-4267, 4268—4271 
Counties recently made available in___ ; . ._-.. 4240-4241, 4261 
Experience, 1950-56__.............___- ‘ oe cahiabaccgcambatasia ._ 4242 
ON cat " aie 4243-4248, 4261-4262 
Veteran participation in loan program_____-_-_ etianthecuiac one ten ae 
Paynter, Wm., Housing and Home Finance Agency_____________--______- 4271 


Stone, Ralph H. (See Veterans’ Administration. ) 
Sweeney, Thomas J. (See Veterans’ Administration. ) 
Veterans’ Administration: 
P. N. Brownstein, Assistant Director of Loan Policy and Management_ 4245, 
4247-4248, 4262, 4271 
TR eak 2, Pome, Crane, I CO scerescnmenrereieinn 4237- 
4240, 4242-4248, 4250-4253, 4261-4262, 4265-4271 
Thomas J. Sweeney, Director, Loan Guaranty Service____._________-_ 4240, 
4243-4245, 4251-4252, 4261-4262, 4265-4267, 4271 
I a oe cm . 4242-42438, 4262, 4265, 4270 


Tir 





































































STATUS OF VA DIRECT LOAN PROGRAM 


MONDAY, NOVEMBER 26, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9 a. m., in room 356, Old 
House Office Building, the Honorable Ed E dmotidson (chairman of 
the subcommittee) presiding. 

Present: The Honorable Ed Edmondson (chairman of the subcom- 
mittee), the Honorable Olin E. Teague, the Honorable Phil Weaver, 
and the Honorable William H. Ayres. 

Mr. Epmonpson. The Subcommittee on Housing of the Committee 
on Veterans’ Affairs will come to order. 

We have, through the staff, informed the officials of the Veterans’ 
Administration of several of the items in which we are particularly 
interested, and I understand that Mr. Stone has prepared a statement 
which covers a good portion of those points. 

Mr. Stone, if you will please come around, we shall be glad to hear 
from you at this time. 


STATEMENT OF RALPH H. STONE, CHIEF BENEFITS DIRECTOR, 
VETERANS’ ADMINISTRATION; ACCOMPANIED BY TOM J. 
SWEENEY, DIRECTOR OF THE LOAN GUARANTY SERVICE; P. N. 
BROWNSTEIN, ASSISTANT DIRECTOR, LOAN AND POLICY MAN- 
AGEMENT; AND T. F. DALEY, ASSOCIATE GENERAL COUNSEL, 
LEGISLATIVE SERVICES 


Mr. Srone. Mr. Chairman and members of the subcommittee, we 
shall try through this statement to answer some of the questions which 
you would put “to us, and of course try to answer any other pertinent 
questions which are not covered entirely by the answers given in this 
statement. 

It is a privilege for the Veterans’ Administration to have this op- 
portunity to review the present status of the direct loan program with 
your committee. 

At the time we appeared before your committee in March 1956 in 
connection with hearmgs on the direct loan program, we reviewed with 
you the amount of money that was made available for direct loans 
during the fiscal year that ended on June 30, 1956, and estimated 
the amount that probably would be unused and carried over into the 
present fiseal year. 
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At that time our estimates were that there would be $181,729,000 
available for loans during the balance of the year, but we estimated 
that about $25 million would be committed against that sum by the 
end of the fiscal year, leaving $156 million, provided we withdrew all 
of the funds authorized to be drawn from the Secretary of the 
Treasury. 

However, the $50 million which was authorized to be drawn during 
the last quarter of fiscal year 1956 was not drawn because it was not 
needed at that time, and consequently the actual carryover into fiscal 
year 1957 was $112,112,000. 

Thus, the picture of the funds available for direct loans during 
the present—1957—fiscal year is as follows: 

Carried over from fiscal year 1956, $112,112,000; authorized to be 
drawn from the Secretary of the Treasury, $150 million; estimated 
repayments on principal $30 million, for a total available for loans 
in fiscal year 1957 of $292,112,000. 

During the first 4 months of the current fiscal year the net amount 
of $36,200,000 was reserved, leaving approximately $256 million for 
loans during the remaining 8 months. 

In accordance with your request, the corresponding data are fur- 
nished for fiscal year 1956. That year started with a balance of 
$19,300,000 in the revolving fund, and $143.1 million available for 
loans. During the fiscal year 1956, $50.3 million was obligated, leav- 
ing the amount of $112,112,000 unobligated, as previously mentioned. 

It will be observed that during the first 4 months of the present 
fiscal year, we have obligated more than 70 percent as much money 
as was obligated during the entire preceding fiscal year. 

At the time that the decision was made that the Veterans’ Admin- 
istration would not draw the $50 million which the law authorized 
for the last quarter of 1956, we had no knowledge that the Congress 
intended to extend the authority to make direct loans during fiscal 
year 1958, or that if such authority were given, additional funds 
would not be provided. 

However, section 607 of the Housing Act of 1956 (Public Law 
1020, 84th Cong.) which was approved on August 7, 1956, contains 
an extension of the direct loan authority for fiscal year 1956. 

This enactment did not amend the authority of the Veterans’ 
Administration to obtain funds from the Secretary of the Treasury 
after June 30, 1957, and as the law now stands, any loans made during 
fiscal year 1958 will have to be disbursed from funds remaining un- 
used on June 30, 1957. 

If the Veterans’ Administration is to be authorized to draw the 
$50 million which was not drawn during the final quarter of fiscal 
year 1956, statutory authority would have to be provided, since the 
present law places the limitation of $150 million on the amount 
that may be drawn during either of fiscal years 1956 or 1957. 

During the summer months of 1956, we received reports with 
increasing frequency of the difficulty that veterans were experiencing 
in obtaining guaranteed loans in areas not eligible for direct loans, 
as a result of the general reduction in the supply of mortgage invest- 
ment capital. We also observed that the areas most severely disturbed 
were those that had previously been eligible for direct loans but 
which had been removed from the eligible area list over a period of 
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time as a result of the liberal flow of private investment capital into 
GI loans that took place during calendar years 1954 and 1955. 

This is the natural consequence that one might expect under such 
conditions. In some communities it appeared that the flow that had 
commenced with some force in the early months of 1954 had been 
reduced to little more than a trickle by 1956. 

Consequently, we directed our offices to review the availability of 
guaranteed loans in all areas previously eligible which have since 
been removed from the direct loan list. ‘On October 9, we delegated 
authority to our regional managers to reinstate any such localities 
as eligible direct. loan areas where the present supply of VA-guaran- 
teed loans had been substantially reduced. 

As a result of that survey, a total of 73 areas were reactivated for 
direct loans; 38 of these comprised entire counties and 35 consisted 
of parts of counties. A detailed list of these areas, as was requested, 
is furnished as an exhibit to this statement. 

In response to your request for information on the current status 
of the direct loan program, our statistical reports for October 31, 
1956, show that 81,078 direct loans had been closed and fully dis- 
bursed, in an initial amount of $583 million. In addition, there were 
5,776 loans in process for which $46.4 million has been reserved, 
bringing our cumulative obligations of direct loan funds to $627.4 
million. As of October 31, 1956, we had on hand in the revolving 
fund unreserved funds totaling $85,080,000. 

In addition to the loan applications m process which had cleared 
the preliminary review and had funds reserved, there were only 
450 direct loan applications in process for which fund reservations 
had not yet been made. 

Under existing conditions, of course, veterans seeking home mort- 
gage financing assistance in our eligible direct loans areas are first 
referred to the regional committees of VHMCP, in order to give that 

organization an opportunity to place the loans with their participating 
lenders before direct loans using Government funds are considered. 
During the early months there were—as you know—a number of 
complaints from veterans about the delays entailed in the VHMCP 
referral process. 

Since that time, however, there have been a number of refinements 
in the procedures of both VA and VHMCP, and the number of such 
complaints coming to our attention are now relatively rare. In any 
case where a veteran does not receive a reasonable financing offer 
from a private lender within 20 working days from the time he 
applies to VHMCP, the VA regional office automatically initiates 
direct loan processing. 

According to the reports of the executive secretary of the National 
Committee of the Voluntary Home Mortgage Credit Program, ap- 
proximately $176 million of owner occupant mortgages had been re- 
ported as placed by that program from its start early 1 in 1955 through 
October 1956. This represents about 20,000 arising from about 55 ,000 
assistance requests processed. 

These figures include not only the cases referred to VHMCP by the 
Veterans’ Administration but also include other cases where veterans 
—s gone directly to VHMCP, as well as applicants requesting FHA 

oans. 
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These figures are taken from reports submitted to the members of 
the National Committee on which the Veterans’ Administration is 
represented in an advisory capacity. Any further analyses of 
VHMCP activities should properly come from the records of that 
committee. 

Mr. Epmonpson. May I interrupt to ask if there is a VHMCP 
representative present this morning? 

The Counsex. No, sir. 

Mr. Sweeney. I do not think there is a representative of that group 
present, Mr. Chairman. 

Mr. Epmonpson. You may proceed, Mr. Stone. 

Mr. Stone. Mr. Chairman, at this time we would like to go over 
the exhibit which is attached to my statement, and I shall read it 
as follows: 














VA regional office | County Portion reactivated 
j 
Little Rock, Ark_- Washington !____- City of Fayetteville and environs. 
Los Angeles, Calif__-__- | Intperial’!_-.___- All. 
San Diego Loan Guaranty Division..| San Diego--_---- Portion north of a line drawn east and west 
from Solano Beach, plus town of Delthar 
San Francisco, Calif--- _.| Butte..........-...--.| All except city of Chico and vicinity. 
Del Norte !___-- ....-] Crescent City.! 
eo Bea All. 
Merced __......-.....-| All except city of Merced and vicinity. 
| Napa.____- ......---| All except city of Napa and vicinity. 
| Shasta 1__.............| City of Redding.! 
| Solano..._....._......] All except city of Vallejo and vicinity. 
| EE Rost. nian She All. 
Atlanta, Ga-_- | Columbia !__..------ Do. 
ipumeotl—. ........--.. All except city of Warner Robins. 
Poteete 4203.) <2 All. 
Dougherty ---------- All except city of Albany. 
Piye .£22¢...-..-- _...| All exdept city of Rome. 
Chicago, Tll__-- ..| Adams... - ....---| All except city of Quincy. . 
Coles !____- plaice, ee 
| Kankakee !__--_- Roel Do. 
| ee. oe. | All except city of Galesburg. 
HcaSalle 4. ............2] All. 
| Richland !__-__-- Do. 
Indianapolis, Ind_- | Blackford !__...__-_- Do. 
Decatur !____- = Do. 
| Montgomery !____--__| Do. 
Wei terr.3..2.2325. Do. 
Warren ! - ehacoue Do. 
Louisville, Ky_-. i cent Do. 
| Boone !_____- 7 Do. 
Togus, Maine. _. wes . gee .....| Towns of South Berwick and Lebanon. 
Detroit, Mich --- Berrien !____-_- ..| All. 
| Muskegon. ----.- ....| All except Muskegon, Fruitport, Horton, 
: | and Laketon Townships. 
Fort Harrison, Mont ...-| Powel} !__. co All. 
Park’'© .--.-.:- _....| City of Livingston.'! 
Yellowstone...........| City of Billings.! 


Cascade ! 
Missoula !____- Cx See 
Lewis and Clark !__- 


City of Great Falls." 
City of Missoula.! 





City of Helena.! 
Cleveland, Ohio. _.| Crawford 1_. ..| All. 
Méfon 1 ..... Do. 
eee 8... cn Seun | Do. 
Williams !____- Do. 
| Wayne ! : | Do. 
| Jefferson. _- All except city of Steubenville. 
Richland ____- All except Madison Township. 
Oklahoma City, Okla.: | 
Muskogee division Washington ! ..| City of Bartlesyille.' 
Oklahoma City division. Caddo | | City of Anadarko.! 
| Carter !_ ..| City of Ardmore.! 
Grady '_- ‘ City of Chickasha.! 
| Logan !t__ | City of Guthrie! 
Kingfisher !____-_-- City of Kingfisher.! 


Seminole. . City of Wewoka. 
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VA regional office County Portion reactivated 


Pittsburgh, Pa Greene !___...__-- All. 

Nashville, Tenn. - svucuman| Se Do. 

Carter !____- “a Do. 

Coffee ___- | All but Tullahoma and vicinity.® 
Dyer !__ 5 All. 

McMinn !__...__- Do. 

| Madison !___- Do. 

Montgomery... -- All but Clarksville and vicinity.? 
Rome !_.. ‘aie |} All. 

Rutherford _--- All but Murphreesboro and vicinity.! 
Summer !__._-_.-- | All. 

Washington !____._-- Do. 

Williamson !........--} Do. 

Houston, Tex---- ‘ Fort Bend !. Towns of Rosenberg and Richmond.! 
San Antonio, Tex___-.-.------- Webb !____...........-| City of Laredo.! 

Huntington, W. Va-_-. ee | ee All. 

Kanawah !_____- Do. 

Wayne ! Sein City of Kenova, Town of Ceredo, and 
| Westmoreland Magesterral District.' 
Milwaukee, Wis..........-.------.--| Calumet !_ — All. a 

" 0. 
| Sheboygan !__- Do. 








! This action makes entire county eligible. ; 
3 Contiguous areas served by the municipal water supply system are not eligible for direct loans. 


Mr. Chairman, we have another list of later areas which have been 


added, and which were not formerly designated as direct loan areas. 
Those areas are as follows: 


Regional office | Effective date | Areas added or deleted 


| 


Indianapolis, Ind July 31,1956.| Added: Miami County.! 
Dallas, Tex | Sept. 6,1956 | Deleted: City of Paris (Tyler County) and city of Tyler 
| (Smith County). 
Indianapolis, Ind--- | Sept. 21,1956 | Added: Clark County: (except 3 townships), Hendricks 
| County (except 3 townships), Johnson County (except 
. aT Knox County (except Vincennes Town- 
ship). 
Deleted: 2 townships in Hamilton County. 
Muskogee, Okla__-.........-.| Sept. 24,1956 | Added: City of Sapulpa (Creek County).! 
Lubbock, Tex | Sept..26, 1956 | Added: Colorado City «Mitchell County).! 
Pass-a-Grille, Fla. Oct. 12,1956 | Added: Fringe areas outside city limits of Lakeland (Polk 
ville office). County). 
Togus, Maine Nov. 20,1956 | Added: City of Ellsworth (Hancock County), 3 towns in 
| York County (2 additional towns (York County) were 
reactivated Oct. 16, 1956). 
Detroit, Mich -.---.|-----do__......| Added: Jackson County (except city of Jackson and con- 
|  tiguous township). 
St. Paul, Minn_--. wie cucu | Added: Southern part of Dakota County (7 townships and 
: | 3 eities excluded). 
Syracuse, N. Y--.-- wnat do Added; Northern and eastern parts of Broome Oounty 
(excluding Binghamton and vicinity), southern part of 
Chenango County (excluding Norwich and vicinity). 
Muskogee, Okla_---- | -do........| Added: City of Muskogee( Muskogee County). 
Columbia, 8. C_-.........---.|- do ; Added: City of Union (Union County).! 





Summary: 16 areas added per above (15 portions of counties and 1 entire county); 3 areas deleted (parts 
of 3 counties). 


1 This action made entire county eligible. 


84943—56——-2 
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In addition, Mr. Chairman, we have information as to the trends 
in Veterans’ Administration direct loan activity by fiscal years, and 
those trends are as follows: 


Applications | Applications Funds 





Period year ending— received approved reserved 

for loans ! 
June 30, 1951_- 4 iti nbnbawenieéekegge ead 24, 985 15, 820 $112, 900, 000 
June 30, 1952 jeden aid wieieieiate 16, 058 7, 771 60, 800, 000 
June 30, 1953. ait Akh secugunicosoeamnais 24. 393 | 14,824 | 119, 000, 000 
June 39, 1954 ; siesta ws one 23, 124 14, 327 | 110, 990, 000 
June 30, 1955 Tasos sree diana aed saan 37, 260 16, 231 157, 200, 000 
June 30, 1956_- ‘ deed ow tne cures eee 15, 188 | 10, 368 | 50, 390, 000 
1956: January ---- ale seatipab<it 776 | 577 4, 683, 240 
February palate AcaESDEL dcetricncntinaiatiats queens -| 823 | 572 | 4, 051, 388 
March-. ; onitnibn Ai 1, 049 | 553 | 4, 716, 272 
Anril__. a 1, 336 | 649 | 6, 230, 117 
May... Sinpediethimalitibatne 1, 525 | 758 7, 479, 154 
June _- dae 1, 550 | 890 | 9, 312, 379 
July 1, 555 896 7, 228, 952 
August 1, 868 1, 167 9, 997, 517 
September. 1, 644 989 9, 193, 285 
October... 1, 951 1, 289 10, 419, 330 


1 For periods after June 30, 1955, the net amount of new commitments made after June 30 1955, is shown. 
For earlier periods, the net change in cumulative obligations is shown. 

Mr. Epmonpson. Mr. Stone, this is a fine statement, and you have 
given us some highly interesting facts and figures, and I am sure it is 
going to be helpful to us. However, I know there will be consider- 
able ‘questioning concerning the matter, and I shall start by asking 
the chairman if he wants to ask any questions at this time. 

The Cuarrman. I have no question at the moment. 

Mr. Epmonpson. Mr. Ayres, do you have any questions? 

Mr. Ayres. No, sir. 

Mr. Epmonpson. Mr. Weaver? 

Mr. Weaver. I have no questions at the moment, except one ques- 
tion in connection with these areas that have been previously eligible 
for direct loans, but which have been removed from the eligible list. 

How many more such areas do you have now? In other words, you 
placed some back and then within a period of a year or two you placed 
others back. Just about how many more areas where this need for 
money may come up which might possibily go back on the list ? 

In other words, should not you redesignate all of those? 

Mr. Stone. Well, we have delegated that authority to the managers. 
Of course, apparently there will be around 58 that the figures show that 
we have left which have formerly been on, but which are not now on 
the list. 

They are being considered. Authority is delegated to the mana- 
gers to establish those areas where they had been on before. 

Mr. Weaver. That is the point I wanted to make. 

Mr. Stone. Where they have not been on before, we make that study 
in Washington in the central office. It is quite apparent that prac- 
tically all of the areas, in my opinion, will be reestablished as direct- 
loan areas unless something unforeseen at the moment comes up. 

Of course, it all depends on whether or not money is available. 
Where money is available loans are being made. 

Mr. Weaver. In view of the fact that besides the original ones that 
were put back and these others, would it not be desirable, so to speak, 
to go ahead and have them redesignate those immediately instead of 
waiting until perhaps it is too late on some of these areas? 
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Mr. Stone. Well, they are better able on the job there to understand 
those thin 

Mr. Weaver. Those local matters? 

Mr. Strong. Yes, sir; we do not question them. If loans are being 
made, and money is available, then, certainly, we do not want to put 
them on a direct-loan basis. The money available is a drop in the 
bucket, of course, as compared to the entire needs. We must get all 
of the lending agencies that we possibly can into the picture. 

Mr. Weaver. That is all. 

Mr. Epmonpson. Mr. Stone, in looking at your last exhibit, Trends 
in VA Direct-Loan Activity, to me the most striking thing about these 
figures is the tremendous difference in applications received, applica- 
tions approved, and loans made between the fiscal year 1955 and the 
fiscal year 1956. 

Have you analyzed these figures to determine why it is that there 
was such a drastic reduction in direct loans in fiscal year 1956 below 
what there had been in fiscal year 1955 ? 

Mr. Stone. The VHMCP have made $176 million, you see, of loans, 
in that same period. 

Mr. Epmonpson. Well, now, let us get into that VHMCP. I think 
that is the answer myself, but I am very doubtful that it has been 
making the loans to the veterans that are involved in these particular 
areas. 

Your figures which you gave to us for V HMC P included not only 
cases referred to VAMCP “by the Veterans’ Administration but also 
included other cases where veterans have gone directly to VHMCP 
as well as applicants requesting FHA loans, involvi ing a total of $176 
million. That is in your last paragraph of your statement. That is 
not a total volume of loans to veterans in direct loan areas at all; is it? 

Mr. Stone. It may not be entirely in direct loans, but it is with 
Veterans. 

Mr. Epmonpson. It is my understanding that it does not include 
direct loan areas, but that it includes areas other than direct loan 
areas. In addition to that it includes FHA applicants as well as VA 
loan applicants. 

Mr. Sweeney. Mr. Chairman, we do not have the VHMCP break- 
down of the number of cases that are delineated between the minority. 
There are some minority loans in there that may be in some of the non- 
designated areas, but I would say the high percentage of those loans 
that they have committed and closed are in direct Joan areas. There 
may be a few minority loans. 

Mr. Epmonpson. When they were up here last year, we tried to get 
from them the quantity of loans that were being made to veterans in 
direct loan areas, and at that time we did not get that information. 
We were told they did not have it. I do not see that it is very helpful 
to have loan statistics from VHMCP if you cannot tell us to what ex- 
tent they are actually taking care of the need in the direct loan areas. 

The information I have from my own area is that they are only 
making between 10 and 20 percent of the loans for which applications 
are made to them in our area down there. 

Between 80 and 90 percent have to go somewhere else for their needs 
in regard to their housing problem after VHMCP stalls them around 
for a while. 











4244 STATUS OF VA DIRECT LOAN PROGRAM 


It seems to me that this experience in Oklahoma of between 10 and 
20 percent could very well be a fairly general experience with all 
VHMCP. 

What happens is that the veteran comes in and applies to VHMCP 
and in 8 or 9 chances out of 10 he is turned down without ever knowing 
whether he is turned down, and then he starts looking somewhere else 
in order to.do something about his housing problem. 

Mr. Stone. You mean he applies to VA, though. 

Mr. Epmonpson. In many instances he ¢ applies tothe VA; yes. But 
the, point Iam making is that VHMCP, except in a very small per- 
centage of the cases, is not taking care of the problem in these direct 
loan areas. They are operating as,a kind of roadblock, or as putting 
a stone in the way of the local loan program in operating the way we 
would like to see it operate to take care of these housing needs. 

Mr. Sronr. We have very definite instructions to our people. ‘We 
found that some of what. you are saying is true, and that. our offices 
were too slow on the takeup. I issued, however, definite instructions 
to them that they were net to wait 21 days, 22 days, or anything like 
that; they were to wait only 20 days. 

Mr. Epmonpson. Are you aware of the operating procedure in re- 
questing extensions? Are you aware of the fact that VHMCP comes 
in and requests an extended period of time in many of these instances ? 

Mr. Stone. That is right. I know the offices covering that particu- 
lar point. That was up to them for a limited extent for, maybe, 4 or 
5 days, and then they must have assurance to our Office that they had 
an awfully good change of providing the money. I told them very 
definitely that they were to wait 20 days and: no more. 

Mr. Epmonpson. The standard practice in the Muskogee office is 
that after the 20 days had expired they come in and ask for another 
10 days, and stall around. another 10 days, and then the veteran can 
start working on his direct loan. However, in most real-estate trans- 
actions, as you gentlemen know, when you find the house which you 
want to buy and if you have to stall around for 30 days before you are 
in a position to do something about buying it, someone else buys it, or 
else there is a change in the s situation, as far as the offer is concerned. 

This 30-day period i is operating in eastern Oklahoma as a sabotage 
procedure for the direet-loan program. There is not any doubt about 
it; that is what it is doing; it is sabotaging the direct- loan program. 

Mr. Strong. There is not any reason in ‘the world that it should be 
30 days. 

Mr. EpMonpson. Well, that is the way it is. 

Mr. Stone. They have our definite instructions at the managers’ 
meetings. I was very point-blank to tell them very plainly that 20 
days was the limit, and if they wanted to stall, we would not allow 
that to happen. 

Mr. Epmonpson. There may be some other areas—and we intend to 
look into .them—where the V HMCP is doing a much better job than 
they are down in my section of Oklahoma, but in the Muskogee area 
m HMCP is nothing more than a fraud,andamyth. I can show you 

‘ase files of people where they have dealt with VHMCP and one of 
a complaints is that they require from 3 to 6 months to close’ their 
loans after they started dealing with them. That is a very discour- 
aging situation to have operating. 
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Mr. Sweenry. Mr. Chairman, since we have had this accord, you 
know, with VHMCP—are you referring to recent cases? As Mr. 
Stone said, we have been in these offices and have told them that unless 
they get some reasonable assurance that a loan is going to be committed 
bya VHMCP participant, that they will not m: ake the extension and 
we will go ahead and process the direct loan. 

Admittedly, here in the last 60 or 90 days I think some of the lenders 
have withdrawn from the VHMCP program. I do not know how 
many or what it is, but I do know that with this tight money market 
that has happened. 

Mr. Epmonpson. I understand that there is only 1 insurance com 
pany which has 3 made these loans’ in eastern Ska: thoma—only 

Mr. Sweeney. [| did not know that. 

Mr. Epmonpson. In the recent experience of the people down there, 
that is the situation. 

Incidentally, one other thing along this line of VHMCP, when we 
had a hearing last year, or rather, early this year, the chairman made 
the suggestion that it would expedite this whole procedure and be eco- 
nomical and efficient if it were possible to have 1 applic ation which 
a veteran filled out and which he could submit to VHMCP, and if the 
VHMCP did not want to act on it, that application could go on to the 
VA and be used as a basis for a direct loan; that that 1 application 
could do the job. I thought everyone up here agr eed it was a good 
idea, and I thought your folks in VHMCP commented that that would 
be a fine way to expedite matters and to get things moving along 
faster, and save the time of everyone as well as effort ‘and ener gy. 

Has anything been done to stimulate that? Has there been any 
program desi ened for carrying out that suggestion ? 

Mr. Brownstetn. Yes, sir; we met with VHMCP on that, Mr. 
Chairman, and we are hopeful that pretty soon we will have an appli- 

cation that can be used for both. 

Mr. Srone. Of course, we have issued instructions to the offices 
requesting them to make a better record. I think many of them a 
year ago, or a few months ago, were just getting the application in and 
just shooting it on over there. Now they do not do that. They record 
them and follow through on them. 

Mr. Epmonpson. I think it was also suggested that it will be help- 
ful if this application could be filled out in the VA and forwarded by 
VA to VHMCP so that the VA would have a record of what applica- 
tions were submitted which it does not have now until VHMCP sends 
them a more or less acknowledging receipt. 

Mr. Stone. That depends on whether or not they come into the 
office. If the veteran comes into the office, it is filled out there. 

Mr. Epmonpson. But, the veteran is the one who mails it onin. It is 
not the VA. The VA does not have a record, as I understand it, of the 
mailing of the application to VHMCP. 

Mr. Stoner. They have orders to do so. 

Mr. Epmonpson. They have orders to mail them in ? 

Mr. Stoner. They have orders to make a record of it. That is the 
way they keep track of the 20-day period. 

Mr. Epmonpson. I understand that they keep track of their 20 days 
from the receipt of an acknowledgment by VHMCP that they have 
received an application, but not from the time of mailing at all. 
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Mr. Srone. That is one way, but I have given them instructions 
verbally, at least, at all of the managers’ meetings, as to what should 
be done in order for them to keep track of that, and to follow through 
on it. 

The Cuarrman. Mr. Stone, in the case on which you did some inves- 
tigating at Little Rock, Ark., this veteran wrote for papers to apply 
for a direct loan and your office sent him papers to apply for a 
VHMCP loan. You did not send him anything on a direct loan. 

How did your office know when this 20 days was up 

Mr. Stone. They did not have any application from him at all on 
file. 

Mr. Epmonpson. VHMCP had one. 

Mr. Stone. No, sir. 

The CHatrmMan. He claims that he not only had one, but that he 
received back from the office an application for a VHMCP loan. 

Mr. Srone. I forget just the details, but I got that information and 
sent it to you, I believe. 

The Cuarrman. This boy wrote in and asked for a direct loan, and 
the loan guaranty section forwarded him an application for a 
VHMCP loan. Then he wrote me and you called Little Rock, and 
the office turned around and sent him an application for a direct loan. 

Mr. Srone. That is right. 

The Cuarrman. He has filed that, of course. Suppose he had not 
called me, and you had the office send him this direct-loan application ? 
What would happen in that case? 

Mr. Stone. He would have had to come back to the VA and tell them 
he could not get it, and the VHMCP would have informed the office 
that they had the application. How soon they would do it we do not 
know. That is the question, because a lot of these regional people do 
like to hold onto them, hoping that they can make the loan. 

Mr. Brownstein can give you the procedures that are gone through. 

The Cuarmrman. Let me cover one other point, Mr. Stone, and that 
is all I am going to say: 

As you are aware, of course, Mr. Meadows, the staff director, and 
others on the staff have been around visiting different offices. At 
practically every regional office one of the first things they have done 
is to complain about this procedure with the VHMCP. Come Jan- 
uary, we are going to really take a look at all these offices and shall 
try to do something about it. 

For example, at your Pittsburgh office they have a very active direct- 
loan program, and have received sufficient fends However, they like 
other offices that I have contacted, claim that the VHMCP program 
slows down the direct-loan program, and in many instances are the 
direct cause of a veteran not being able to get a loan. 

They further contend that it is too selective, and that this also causes 
delay. They say that the lenders who are participating are really 
taking the top off the cream and are doing very little to be of assistance 
in expediting the program. 

That type of comment came from a whole group of workers in just 
an isolated case. 

Mr. Stone. Well, it is practically the same testimony that I gave last 
spring. 

The Carman. One thing that they have found is on the farm- 
loan program. We found in a number of your offices that they do 
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not refer the farm loan at all, but they go ahead and make it. Other 
offices have the idea that they have to refer it, and cannot go ahead 
and make it. 

Mr. Strong. We have tried to clear that up. As soon as we heard 
about that, we immediately sent word to the offices as to what to do 
on that. 

The Cuarrman. I have forgotten what office that was, but I believe 
it was the Philadelphia office. 

Mr. Stone. We had 2 or 3 who felt they had to follow another pro- 
cedure, but that has been corrected. If they cannot read our instruc- 
tions from our office, we try to find out where they are not doing it 
properly and take corrective action. 

Mr. Epmonpson. As I understand from your statement, Mr. Stone, 
the amount of available money 

The Cuatrman. Mr. Edmondson, I would like to ask just one addi- 
tional question before you go into that. 

Mr. Epmonpson. Surely. 

The Cuarrman. Mr. Stone, going back to this case in Arkansas, 
when a veteran writes in and asks for an application for a direct loan, 
should the office not send him one? 

Mr. Stone. Mr. Chairman, I shall ask Mr. Brownstein to give you 
that procedure. 

Mr. Brownstern. When we get a request for a direct loan, we log 
in that request and send the application forms to the veteran to be 
sent to VHMCP. 

As soon as he sends his completed application to VHMCP they are 
to acknowledge it immediately, advising us the date that they received 
it. 

The 20 days is to begin to run as of the date that they get the ap- 
plication, and if we hear nothing further, our office should start 
automatic processing of the direct loan when the 20 days is up. 

Mr. Epmonpson. On that point, do I understand that the 20 days 
runs from the day that the VA receives the acknowledgement from 
VHMCP? 

Mr. Brownstetn. No, sir; from the day that VHMCP receives the 
application from the veteran. 

Mr. Epmonpson. I see. 

Mr. Stone. We did find quite a few offices that were not doing that 
properly. We found some that were waiting 3 or 4 extra weeks, and 
we gave written instructions and verbal instructions, and on several 
where I heard about them, I made direct telephone calls to them to 
get them on the job and do it properly. 

Mr. Brownstein. Of course, we have found too in running some 
of these down that the veteran’s first submission was incomplete and 
VHMCP had to send the application back to him for correction. 
Now, in that case the 20 days starts to run from the date they get a 
completed application. 

The CuarrmMan. Is there a great number of those that have to be 
returned to be completed ? 

Mr. Brownstein. There are quite a few in some areas. 

Mr. Epmonpson. VHMCP not only requires that this application 
be filled out completely, but it also requires another form that has 
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to be filled out, and submitted, if I understand it correctly, as to 
evidence of' inability to obtain a loan in which the veteran has to cer- 
tify on this form, or ‘someone has to certify to it, that he has been to 
several private financial institutions and has sought a loan for this 
particular property and has been turned down. 

Are you aware of that form? 

Mr. Stone. No, sir. 

Mr. Epmonpson. You have not seen this form entitled “Evidence 
of Inability to Obtain Loan?” 

Mr. Stone. No, sir; that is exactly the same procedure that we get 
in direct loans also. 

Mr. Epmonpson. The form states: “What reasons did the institu- 
tions give for turning down your loan application ?” 

Mr. Brownstetn. Mr. Edmondson, is that the VHMCP form No. 3? 

Mr. Epmonpnson. That is form No. 3. 

Mr. Brownstetn. Yes, sir; that is right. They have had that in 
effect. 

Mr. Epmonpson. I would like to make that form a part of the rec- 
ord at this point, because this form indicates that a person in a direct- 
loan area that has been certified to be a direct-loan area, still com- 
plying with VHMCP procedure, has to go around to two private 
lending institutions and submit this thing that he has on this proposi- 
tion that he has for a piece of property, get them to turn it down, and 
state the reasons why they have turned it down, before he can apply to 
VHMCP. 

Is that your understanding of what he has to do? 

Mr BrownsteIn. Yes, sir. 

Mr. Stone. Most of them have done that, anyway. 

They have tried to get their loans through other sources. That is 
not much of a bother, as I would look at it. They would simply have 
to sign it because undoubtedly they have tried to make their loan. I 
do not see where it is too great a burden on them, and it does give them 
the picture that money is not available there. 

(The form referred to is as follows :) 
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VMC Form No. 3 orm approved 
Budget Bureau No. 63R-860 


For office use only 


The Voluntary Home Mortgage Credit Program 
EVIDENCE OF INABILITY TO OBTAIN LOAN 
Regional Committee 
Voluntary Home Mortgage Credit Program 
1012 Federal Office Bldg. 
Kansas City Missouri 


RETURN TO 


Receipt of this certification by the regional subcommittee is required before it can consider the Assistance Application 
attached, 


Application must have been made to at least two private financing institutions, except that if two such institutions are 
not readily accessible, application to one institution will suffice. 


Name of Applicant . a 


(Lest name) (First namo) 


(Middle name) 


Present mailing address 


(Street address) 7 c (City) (State) 

The undersigned heteby certifies that he has applied to each of the private financing institutions listed below and has 
been informed that funds are not available for a home mortgage loan to be () insured by the Federal Housing Adminis- 
tration, or OO guaranteed by the Veterans Administration (check one, or both if appropriate), the proceeds of which are 
to be used for the construction or purchase of a family dwelling or dwellings located at (or to be located at) __ 





(Street address) (City) (State) 
Private financing institution Address 
1. - - ao 
2 (ic Mittesindeindaapiladibnbiicintiilnapstialicsaibiisndneapintinatadialid 


Whet reason(s) did the ‘nstitutions give for taming down your loan application? 


If the above institutions offered to make loans which did not meet your requirements, please fill in the following regard- 
ing the loans offered 


EEE | Term Percent. 








years; Interest Rate _ 


Ce | Term years; Interest Rate__.______ Percent. 








(Signeture of applicant) 


(Date) 


ePo s04st? 


84943—56——-38 
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Mr. Ayres. In your last statement you said that money was not 
available. Is that not the crux of our whole problem ¢ 

Mr. Stone. That is right. 

Mr. Ayres. Then, in view of that, we could go on here with hearings 
for days and you could give testimony and it would all boil down to 
the fact that what is taking the VHMCP so long is that they cannot 
find a lender that is willing to loan money at 414 percent; is that not 
the problem ? 

Mr. Stone. That is stated very well, sir. 

Mr. Ayres. In that case, if we are going to speed this up and use 
the fund that you have available, why do we not reverse the procedure 
and let you go ahead and get the loan all ready to issue and then you 
tell the VHMCP that if you do not find a lender in 10 days we are 
going to make the loan? Maybe we are working in reverse. 

In my opinion, now that the elections are over, we might be able to 
face this a little more realistically. I do not think that we are going 
to correct this problem until we do one of two things: either have a 
realistic interest rate, or the Congress decides to extend the direct-loan 
program. 

Mr. Sronr. Of course, your money available is simply a drop in 
the bucket to the demand. If we could open up all of the areas on 
direct loans, zip, we could spend the money tomorrow. Where would 
you be next month? We feel that the cities and the savings institutions 
and the banking institutions should do their part in this business 
and we want to force them to if we have to, and we have been forcing 
them. 

Mr. Ayres. We are not going to force any institution to lose money. 

Mr. Sroner. They claim they have been losing money because they 
can loan money at a higher rate of interest. Money is very tight. 
Whether there is enough money to do all the job, I do not know; no 
one knows. 

You must realize that a cause of a part of the shortness of money 
is the extreme load of building that has been going on in industry and 
commercial interests during the past year. They saw to it that they 
got a lot of their plans ready before the new steel contract was let 
because they knew steel would go up with the new wage scale. They 
made a lot of contracts last year. Thirty percent more was — 
for commercial and industrial expansion last year than ever before, 
or in preceding years, which took a lot of money. They do not have 
to be stopped at any interest rate. They can go into the market and 
pay 5 percent or 6 percent, whatever they have to, in order to do it. 
So they got the money. Certainly if you are a stockholder in a build- 
ing and loan business you want a fair return on your money. You 
would criticize the officers if they did not make the most money 
possible. If they can make a 6-percent loan or a 5-percent loan they 
are going tomake it. Itis just pure business. 

Mr. Ayres. It is just simple arithmetic that they cannot pay deposi- 
tors 3 percent and then loan the money out at 414 percent. 

I think the decision of not only this committee, but the Congress 
as a whole, has to make on the housing program, is, Are they going to 
permit the interest rates to be increased? Also, insofar as the veterans 
are concerned, are they going to expand and extend the direct-loan 
program and make more money available ? 


| 
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Mr. Eamon pson. Will the gentleman yield? Is it not true the inter- 
est is 2 percent at many institutions, and do they not have to get Gov- 
ernment permission to raise the rate to 3 percent ¢ Iam not an expert 
on it. Is that not correct? 

Mr. Ayres. Yes. Maybe we ought to get the Federal Reserve Board 
up here to find out what they propose to do before we make recom- 
mendations. 

Mr. Epmonpson. On this question of the availability of money and 
the trend, the using up of available money in industrial enterprises 
and expansion, was not that apparent e: irly in 1956? 

Mr. Stone. That is right, late in 1955. 

Mr. Epmonpson. And it should have been apparent at that time 
there was going to be an increasing demand for direct loan funds. 
You could have forecast that early in 1956. 

Mr. Sweeney. With the speeding up of demand for plant expan- 
sion, it was true; but it was anticipated to come the third quarter of 
this year, and maybe the demand would slough off. A lot of the 
economists thought that the demand would slough off in the third 
quarter. What you say is in early 1956 it was foreseen that maybe 
with the steel str ike and other factors the demand would run up until 
June 30 and then in the third quarter it would be sloughing off and 
then there would be just the normal demand for commercial loans. 
But what happened is it stayed up at a high level. We took that into 
consideration shortly after July 1 of this year. 

Mr. Epmonpson. Where and why was the decision made not to take 
$50 million which the Congress appropirated last year and put it in 
this direct-loan program to be available when the need for it was 
a: Can you answer that question ? 

Sweeney. Yes. On June 28 a deliberation was made as to 
w ee we should withdraw that fund or not. The first considera- 
tion was could we possibly spend $156 million on June 30 plus the 
new $180 million that would come in this year? The question was 
whether there would be the demand for loans in the direct-loan area. 
We weighed also the fact that the voluntary a 
program was going to be in existence for another year, and we related 
the two things together, and, if they would neniikinisie in 1957 the 
same as they did in 1956, spend the amount of $150 million, would 
there be enough demand. Further, we decided that it was not neces- 
sary to withdraw that $50 million and pay interest on it. 

Mr. Epmonpson. Let me get that straight, to withdraw it and pay 
interest on it. 

Mr. Sweeney. We have to pay about a half of 1 percent differen- 
tial if we withdraw it and do not get it out. We are paying now 
about 314 to the Treasury for direct-loan funds. 

Mr. Epmonpson. The $112 million that was carried over from 1956, 
is that from the Treasury of the United States? 

Mr. Sweeney. It is an obligated amount out of the Treasury. They 
put it over into the disbursing officer’s account. We have an arrange- 
ment with the Treasury that “when we make those obligations we pay 
about a half of 1 percent on that money. 

Mr. Epmonpson. The Treasury is paying you money on the GI 
insurance money ? 
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Mr. Sweeney. No. The fund buys Treasury certificates. I think 
the prevailing rate is about 3 percent. That is an independent fund. 
It has nothing to do with the direct-loan fund at all. 

Mr. EpmMonpson. What is happening to that interest ? 

Mr. Sweeney. It is paid to the fund and it is paid back to the 
veteran beneficiaries of the insurance fund. I am not familiar with 
the operation of the fund. 

Mr. Stone. That is where you are getting your dividends. 

Mr. Epmonpson. So the decision was made. Whose decision was 
that? 

Mr. Sweeney. A Veterans’ Administration decision. 

Mr. Epmonpson. It was not a decision of the Budget Office ? 

Mr. Sweeney. No, sir. 

Mr. Epmonpson. The Budget Office had nothing to do with that 
decision / 

Mr. Sweenry. No, sir. 

Mr. Epmonpson. Then what happened to that $50 million ? 

Mr. Sweeney. It has lapsed. The authorization has lapsed. When 
we did not withdraw, it lapsed. We cannot use that $50 million. 

Mr. EpmMonpson. That is $50 million that the Congress appropriated 
for that year ? 

Mr. Sweeney. And that has lapsed. 

Mr. Epmonpson. I assume the $50 million is part of the June 30 
balance that we show on the books as not being used ¢ 

Mr. Sweeney. That is right. There is another consideration. If 
you recall there was in March and April no indication there was going 
to be any extension of the direct-loan program. That came long 
after. If we had known at that time this committee, or other com- 
mittees of the Congress, were going to extend the direct-loan pro- 
gram, we perhaps could have withdrawn the fund. But as you recall, 
it was long after the fact that there was any indication. 

Mr. Epmonpson. You knew the fund was going to continue on to 
the end of fiscal year 1956. 

Mr. SWEENEY. 1957. 

Mr. Epmonpson. June 30, 1957 7 

Mr. Sweeney. Yes. 

Mr. Epmonpson. You knew that there was going to be a full year 
operation of the program ? 

Mr. Sweeney. That is right, sir. But as I have said, the fact is 
we had at that time $156 million carryover plus $150 million plus the 
repayments that we now estimate at $30 million, so you can see that 
we had a tidy sum. We did not think with VHMCP in the market 
the demand would necessarily absorb the fund. 

Mr. Epmonpson. Looking at the law as it stands right now, and 
looking at the current rate of commitments and the current demand, 
do you feel now your decision not to make that $50 million available 
to go on into fiscal year 1958 was a correct one ? 

Mr. Sweenry. We aoe in our statement we think for another 
year we should have that $50 million restored. It is implied in that 
statement. 

Mr. Epmonpson. It is an implication that I was not able to read. 

Mr. Sweeney. It is up to the Congress to decide whether we will 
have that $50 million restored. 


—— 


ee 
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The CuarrmMan. Would you people want authority to change inter- 
est rates on GI loans? 

Mr. Stone. No, sir. I think that that is a matter for Congress to 
decide. 

The Cuairman. Of course, the Federal Government has the power 
to change FHA loans. 

Mr. Srone. Yes. 

The Cuarrman. And they have not changed them yet. 

Mr. Sroneg. No, sir. 

The CuatrmMan. On September 11, 1956, I wrote Mr. Martin, Chair- 
man of the Board of Governors of the Federal Reserve System, asking 
him for his comments on the tight money market and also I asked him 
for some comments on discounts. I would like to put my letter to 
Mr. Martin into the record at this time and also his reply. 

Mr. Epmonpson. Without objection they will be inserted in the 
record at this point. 

(The letter and the reply referred to are as follows:) 


YT 


HOUSE OF REPRESENTATIVES, UNITED STATES, 
COMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. C., September 11, 1956. 
WILLIAM McC. MarTIN, Jr., 
Chairman, Board of Governors, 
Federal Reserve System, Washington, D. C. 

DEAR Mr. Martin: One of the benefits for veterans of World War II and the 
Korean conflict is, as you know, the loan guaranty program, which provides for 
the guaranteeing or insuring of a qualified veteran’s loan for the purchase of a 
home, farm, or business. The committee has spent much of its time in holding 
hearings throughout the country to support legislation to improve the benefits 
afforded veterans under the law. 

Throughout the lifetime of the loan guaranty program, lenders have con- 
tinually demanded higher interest rates than that permitted by law. If you 
will recall, when the program was first enacted into law, it provided for a maxi- 
mum of 4 percent interest; and later, due to excessive discounts being imposed 
by the lenders, Congress was advised that if the interest rate was increased to 
414 percent, the discounts would disappear and additional money for mortgage 
loans would become available. The interest rate was raised to 4% percent and 
additional mortgage money was made available; however, there are certain sec- 
tions in the country where a discount has always been charged. I have refer- 
ence specifically to the west coast. 

On February 16, 1955, the subcommittee on housing filed its report. The report 
touched briefly on discounts and stated that its findings revealed that discounts 
were defeating the purpose and intent of the veterans’ loan guaranty program 
and recommended that the committee consider legislation which would outlaw or 
regulate discounts; and in the event such legislation was not practical, then the 
committee should consider establishing a source of secondary mortgage financ- 
ing for homes in areas where discounts were exorbitant and mortgage money 
unobtainable. A copy of the report is enclosed for your information. 

In view of the recent increases in interest rates by the large banks to 414 
percent on broker-dealer loans the question arises, “Where can a veteran obtain 
a 44% percent loan to purchase a home if his lender is having to pay 4% percent 
for the money from the large lenders?” I would appreciate your comments on 
this question ; also, any comments regarding the “tight-money market” or “hard- 
money policies.” 

It would be of great help to the committee to have your views on the variations 
of the discounts throughout the United States. I have been informed just recently 
that since the interest rate was increased to 4% percent to the broker-dealers, 
that discounts now range from 8 to 12 percent in the greater Los Angeles area. 

The committee wishes to do everything possible to prevent the sales prices on 
veterans’ homes from becoming inflationary by including the discount that is 
now being charged for the permanent mortgage money and any suggestions and 
comments that you can make along this line, will be most welcome. 

Very truly yours, 
Ourn E. Teacue. Chairman. 
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C., September 28, 1956. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Teacvue: Your letter of September 11 requests comments upon ques- 
tions that raise some broad and basic issues about the current economic situa- 
tion. The Federal Reserve has been acutely aware of the complexities of these 
issues and the difficulty of assessing the present situation and reaching judg- 
ments about the underlying forces and trends. The Federal Reserve System has 
responsibility in the limited area of bank credit for helping to maintain condi- 
tions conducive to orderly and substainable economic development as well as 
stability in the value of the dollar. We are, therefore, concerned with the ques- 
tions that you have raised. 

Accordingly, the attached memorandum has been prepared by the Board’s staff. 
While it is a lengthy reply to your questions, the considerations involved are sv 
basic and far-reaching that deep and thorough probing is needed to reveal their 
true character. I hope you will find the memorandum a helpful one. 

Sincerely, 
Wma. McC. Martin, Jr. 


MORTGAGE INTEREST RATES AND MONETARY POLICY 


Congressman Teague’s letter of September 11, 1956, presented, in effect, two 
major questions for comment, namely: 

(1) Whether the 414-percent interest rate on VA mortgages can be maintained 
under existing conditions in the credit markets and prevailing credit policies: 
and 

(2) What is the explanation for variations in discounts on such mortgages in 
secondary markets throughout the country? 

Reasons for these developments rest largely in the general economic and credit 
situation that now prevails, not only in this country but throughout the world. ; 
Certain special features of the market for VA mortgages are also important. : 
Some views on the general subject of the state of the mortgage market were ex- ! 
pressed by the Chairman of the Board of Governors and others at hearings of : 
a subcommittee of the Senate Banking and Currency Committee last November. : 
Although the situation now differs in some particulars, the general considera- : 
tions are still much the same as then. : 

Although the total number of new housing starts this year has been somewhat 
below last year’s record level, it is still large compared with previous years and 
also relative to the current rate of new family formation. The value of new 
homes constructed, moreover, has been larger than in any previous year, except 
1955, and so has the volume of new home mortgage loans made. This reflects in 
part higher prices and in part the larger homes being built and sold. To a con- | 

: 
; 
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siderable degree, the demand for smaller houses is being met from the very large 
number that were built in earlier years and come on the market as owners shift 
to larger houses. Total mortgage debt outstanding increased by §8 billion in 

the first half of 1956, close to the record figures of the 2 preceding years. Al- 

though the aggregate amount of FHA and VA loans made has been somewhat 
below last year’s record level, it has compared favorably with that of other 
years. The volume of nonresidential construction has been at record levels, and 
the total of all construction has been utilizing to the full most of the materials 
and labor available in this sector of the economy. 





FEATURES OF MARKET FOR 





GUARANTEED MORTGAGES 


As a background for an understanding of the current situation in the mortgage 
market, it is necessary to keep in mind the particular benefits accruing to vet- 
erans from the VA mortgage guaranty program. The guaranty made it possible 
for veterans to obtain mortgage loans of much longer maturities and for much 
larger proportions of purchase price than would otherwise have been possible. 
In particular, the VA guaranteed mortgages were able to tap the national market 
that had developed around FHA insured mortgages. This enabled veterans in 
communities and regions where the supply of mortgage money was scarce and 
loan conditions tended to be restrictive to obtain loans in larger amounts and 
on more favorable terms than would otherwise have been available to them. 
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This has been the great contribution of the VA program. A large number of the 
veterans and a great many builders have benefited from it. 

With respect to the level of interest rates on VA loans, it is necessary to recog- 
nize that the supply of funds available for such loans depends in the final analy- 
sis upon the volume of savings in the country, on the one hand, and, on the other, 
upon the total volume of investment demands, including mortgage demands, for 
those savings. The general level of interest rates reflects the interplay of these 
basie forces upon each other. Variations in these factors are the result of de- 
velopments in all aspects of the economy, as deteermined by the decisions of 
millions of individuals and businesses, Governmental policies can influence 
them to some degree, but undue interference with the operation of the forces 
of demand and supply in free markets will frequently cause more difficulty than it 
ean solve. 

When the Veterans’ Readjustment Act was enacted in 1944 the supply of sav- 
ings available for investment was extraordinarily large. National income, gen- 
erated by war activities, was very high. At the same time, consumers were re- 
stricted in their spending, and many of them used the income they could not 
spend to repay debt as well as to purchase Government securities. With strong 
competition among lenders for loans, interest rates on mortgages were bid down 
and at the time the GI bill was being drafted and enacted FHA mortgages were 
being made freely at 4 percent, and mortgages carrying higher rates were sell 
ing at premiums. Therefore, the 4 percent maximum rate for VA mortgages 
might then have been properly regarded as a competitive market rate. In the 
case of FHA insnred loans, likewise, it may be said that the statutory ceiling, 
which is higher than that permitted under existing regulation, was designed to 
permit market flexibility in actual rates charged. 


CURRENT LARGE DEMANDS FOR CREDIT 


The current situation is quite different. Total demands for all types of credit 
long and short, public and private—have been unusually large in the past 2 
years. According to Department of Commerce estimates, the total volume of 
all debt increased by more than $50 billion in 1955, much more than in any 
previous peacetime year. 

In 1956, credit demands in the aggregate have continued large. Although some 
demands, particularly for consumer installment credit and borrowing by the 
Federal Government, have been much smaller than in 1955, others have con- 
tinued at a high level. As already mentioned, the volume of mortgage loans 
extended has been larger than in any year except 1955. Particularly heavy 
and increased demands have come from industry for plant and equipment ex- 
penditures to maintain and expand the productivity of the economy. New 
capital issues by corporations in the first 9 months of 1956 are expected to total 
about $7.5 billion, compared with $6 billion in the same period of last year, and 
additional new issues scheduled for offering indicate that this year’s total will 
exceed that of any previous year. In addition, business loans at banks have 
continued to increase at a rapid rate, reflecting this year considerable borrowing 
for long-term purposes by businesses unable or unwilling to borrow in capital 
markets, as well as customary short-term borrowing for working capital. Re- 
flecting in part the need for facilities to serve the tremendous new housing de- 
velopments that have been constructed in recent years, commercial building has 
been large. For this reason and others, large amounts of funds have been bor- 
rowed by State and local governments to build schools, streets, roads, and other 
community facilities. 

Expenditure of these borrowed funds, together with a continued high and ex- 
panding volume of spending out of current income, is now utilizing the human 
and physical resources of the economy as fully as is practical. In fact, there 
is evidence in rising prices, particularly for industrial materials and products, 
that demands are in excess of available resources. A more rapid increase in 
total spending, whether for consumption or investment, would create a further 
excess of demand over available supply and result in added price pressures. 

In the face of all these recordbreaking demands for capital and credit, the 
supply of savings available to finance them has increased only moderately, and 
only a portion of these are available for mortgage lending. The net flow of 
funds to the principal savings institutions that provide the major sources of 
funds for mortgages as well as for corporate and Government securities, has 
increased much more slowly in recent years than have aggregate credit demands. 
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RESULTING RISE IN INTEREST RATES 


As a consequence of the pressures of heavy demands for credit and capital 
upon the limited although still growing supply of savings, interest rates have 
risen in all sectors of the credit market. United States Government long-term 
bonds are selling in the market to yield 344 percent, compared with little over 
2% percent 2 years ago; and 5-year bonds are yielding 344 percent at current 
prices, owing in part to sales by banks that are seeking funds to meet loan 
demands. New issues of high-grade public utility bonds have recently been 
sold to yield over 4 percent. Yields on tax-exempt revenue bonds issued by 
State and local government instrumentalities have been around 3% percent, 
providing a very high effective yield for investors in the medium and upper 
income-tax brackets. 

Short-term rates, which had previously declined more, have risen more than 
long-term rates. The margin between short-term and long-term rates is narrower 
than it has been at any time in 25 years and some short-term rates are above long- 
term yields for the first time in that period. These short-term loans and invest- 
ments now offer competition for funds that might ordinarily seek long-term 
investment. Although interest rates in general have risen considerably from 
previous low levels, they are still not high compared with previous periods of 
high-level activity and full employment. 

Mortgages must compete with other demands for available savings, and 
interest rates on mortgages must be related to rates lenders can obtain else- 
where. Mortgage rates are necessarily higher than those on high-grade securities 
because of the cost of servicing and of marketing mortgages in large numbers of 
small units, as well as because of risks and costs of possible delinquencies and 
foreclosures. Although current statistics are not available, it is common knowl- 
edge that interest rates on the so-called conventional, uninsured mortgages have 
risen in the past 2 years. Under these circumstances, the 4%%-percent ceiling 
on the VA mortgages has acted to limit the demand for these mortgages relative 
to that for other types of investment. It is to be expected that guaranteed mort- 
gages would have a preferred position in the market relative to other mortgages 
and, therefore, be marketable at lower rates of interest. This has continued to 
be the case, but the increased spread between contract rates has tended to wipe 
out this advantage. There has been a considerable shift in the preference of 
lenders from guaranteed and insured mortgages to conventional mortgages, 
largely because of the widening of these interest rate differentials. This shift 
has been reflected particularly in commitments for future purchases, which 
were greatly overextended in 1955. These overextensions are partly responsible 
for weaker markets this year. 

Although discounts on the guaranteed and insured mortgages have in part 
compensated lenders for the differences in contract rates, the handicap has not 
been wholly overcome, because of restrictions placed on discounts by law and 
by the guaranteeing agency, the reluctance of originators of the mortgages to 
sell them at discounts, and also a feeling on the part of some lenders against 
the acquisition of obligations at a discount. Thus it is unquestionably true 
that the interest rate ceiling on guaranteed mortgages is discouraging the flow 
of funds into such mortgages. For the time being, the effect of this has been 
primarily on builders rather than on veterans. Reports indicate that in most 
areas homes are still available to veteran purchasers under liberal financing 
terms. In time, however, continuation of existing rate differentials will make 
it difficult for veterans to continue to obtain the benefits the guaranty was 
designed to give them. 


ROLE OF MONETARY POLICY 


With this background, the bearing of credit policies upon the situation may 
be explained. It should be recognized that Federal Reserve policy is concerned 
fundamentally with the availability of reserve funds to commercial banks and 
that these banks specialize to a large extent in providing short-term bank credit 
to meet the needs of businesses and individuals for working-cash balances. Of 
the more than $50 billion of total debt expansion in 1955, only $5 billion was 
supplied through expansion in total commercial bank credit. Bank loans increased 
by over $12 billion, but banks obtained some of the funds for this purpose by 
selling about $7 billion of United States Government securities to nonbank 
investors, rather than by the creation of new money. 
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The responsibility and the aim of Federal Reserve operations is to make ayail- 
able to banks sufficient basic reserves to meet seasonal variations in monetary 
needs and to permit expansion in bank credit consistent with sustainable growth 
for the economy as a whole, and no more. Only in this way can growth be made 
possible while inflation is avoided. It is not the task of the Federal Reserve 
to create additional money to meet investment demands in excess of the avail- 
able supply of savings or to supply any particular investment demand. To do 
so, in a period when savings are being fully invested and the resources of the 
economy are being fully utilized, would create demands in excess of available 
goods and services and thus result in inflation. In general, the varying pressures 
of credit demands are more responsible for fluctuations in interest rates than 
are changes in the available supply of funds. This supply depends largely on 
the volume of savings, supplemented by Federal Reserve operations which, though 
flexibly adjusted to changing conditions, are directed toward the prime objectives 
of sustainable economic growth and protection of the value of the dollar. 


CONCLUSION 


It follows from this description of the current situation that interest rates 
on mortgages have risen because of the pressures of excessive demands for 
credit and capital upon the available supply of savings. Under these circum- 
stances a rise in interest rates can be prevented only by creating additional money, 
which would be inflationary and result in rising prices, because the available 
resources of the economy are already being fully utilized. Guaranteed mort- 
gages for veterans have had particular difficulty in maintaining their market 
because the fixed rate of interest on such mortgages has become out of line with 
rates obtainable on other investments. 


REGIONAL VARIATIONS IN MORTGAGE DISCOUNTS 


With respect to the question about regional variations in discounts on VA 
mortgages, these may be said to reflect regional differences in the availability 
of mortgage funds relative to the need for them, in the cost of creating and 
marketing mortgages, and in the risks and costs of possible delinquencies and 
foreclosures. Before the institution of insurance or guaranties on mortgages, 
regional differences in interest rates were much greater than they are now, but 
there are still some differences. To attempt to eliminate them arbitrarily by 
law or regulation would tend to deprive certain areas of housing credit by closing 
off national markets for mortgages in high interest rate or large discount areas, 
which are the regions most in need of outside funds. It is essential to permit the 
operation of the forces of the market in order to obtain the most effective and 
equitable allocation of available funds. 


The Cuatrman. I have here also an address made by Mr. Hughes, 
past president of the National Association of Home Builders, before 
the fall conference of NAHB board of directors, that I would like to 
have inserted in the record at this point. He makes some comments 
very pertinent to this situation. 

Mr. EpMonpson. Without objection it is so ordered. 

Ty *y* : . _ ro « 

(The address referred to is as follows :) 


ExcerPTS FrRoM AN ADDRESS BY RicHARD G. HueHES, PAMPA, TEX., PAST PRESI- 
DENT, NATIONAL ASSOCIATION OF HOME BUILDERS, FALL CONFERENCE OF NAHB 
Boarp OF DIRECTORS, HOTEL STATLER, Boston, MAss., SATURDAY, OCTOBER 6, 
1956 


Our No. 1 problem today is nothing particularly new. Mark Twain said: 
“The lack of money is the root of all evil.” 

In about 1656, Samuel Pepys said: “It’s pretty to see what money will do.” 

In 1956 the home builder said: “I sure don’t know, but I imagine that’s right.” 

I believe—and what I say today are my own personal opinions—is that the 
builder is being discriminated against. He is bearing more than his share of 
the credit-restraint program. As a matter of fact, there is no credit-restraint 
program except for the home builders. 

I have been attending roundtable discussions with almost every type of lender 
during the past month trying to find a solution to this problem. I sincerely be- 
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lieve that all bankers and prime lenders want to buy a great big volume of mort- 
gages if those mortgages can be purchased at discounts big enough to keep 
builders from building enough houses to create that great big volume of mort- 
gages. 

Randolph Burgess, the Under Secretary of the Treasury, told you yesterday: 
“In the last 3 years private starts have exceeded any previous 3-year period.” 
Granted. But in the past 18 months homebuilding has been headed downward 
and the overall economy has been headed upward. 

By August 1956, our seasonally adjusted annual rate had dropped a third of a 
million units since January 1955. It’s the rate of decline that’s alarming. It has 
been the most rapid rate of decline in history. 

The shift to higher-priced homes is also alarming. Never have we been so 
vulnerable to public housing pressure to house the low-income families. Why? 
Materials are up 7 percent, labor is up 5 percent, land is up 25 percent; the cost 
of the installation utilities in some areas has become prohibitive. 

Last and most important, bankers just don’t want a mortgage on a small house. 
The smaller the mortgage, the larger the discount. 

Last year nine-tenths of houses between $10,000 and $12,000 were VA or FHA. 
This certainly is not true of 1956. Each day we hear of new lenders who are 
pulling out of the VA-FHA market. This also is highly alarming to those in- 
terested in a stable housing program. 

As I noted earlier the decline in housing has occurred during a period when 
our economy generally has recovered rapidly from the 1954 setbacks and moved 
to new heights. Thus in 18 months since January 1955 gross national product 
is up by 8.2 percent; plant and equipment up by a staggering 43 percent; per- 
sonal income up 10.4 percent, and employment at 66.7 million is the highest in 
our history—up 10.8 percent. 

By stark contrast in the same 18 months the seasonally adjusted annual rate 
for home building is down 24.4 percent. Is this an equitable distribution of the 
Nation’s investment wealth? This investment money comes, as you know, from 
the savings of the American people. And our people are not saving less; they 
are saving more. 

As Dr. (Raymond) Rodgers, professor of banking, New York University, 
pointed out a few minutes ago, the fundamental problem facing our economy 
today is the almost incredible demand for credit which is far outrunning the 
supply of savings available for investment. This is true despite the fact that 
savings as such are at exceptionally high levels. 

Much of this increased demand is coming from sectors of the economy other 
than home building. Look at these figures on what is called the “Sources and 
uses of funds in the capital market.” 


[Figures are in billions of dollars] 





| 
| Residential | Consumer | Business 
| mortgages | credit | credit 
a = a 0 = name j |- 
1954____. : te Ream i iebais hiitontbth Sigmar | 10.2 | 0.6 | 3.0 
1955__- : . och dis pisvaiactriininigne . 13. 4 | 6.1 | 10.3 
1956__. eo ieaean 7 ae hada 12. 5-13.0 | 4.0 | 14.0 
| 








N oTe.—1956 figures are all estimates; no firm data yet available. 


When plant and equipment expansion is chewing up so much of the available 
credit is it any wonder we are having trouble in getting home-building money? 
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In every part of the economy interest rates have risen since the beginning 
of 1955. The table below indicates some of the significant changes: 


Interest rate, | Interest rate, 


Type of loan or security January 1955| latest avail- 





able 
S. Government bonds o er 20 ee... 2.77 3.19 
C oom ‘orate bonds (AAA)-_. 2. 93 3. 42 
High-grade municipals - 2. 39 2. 94 
Treasury bills (3 months) _- ee. 1. 257 | 2. 908 
Nor York Federal Reserve discount yate__ bieed — ii 1. 50 3.00 
Federal home loan bank notes-_.--------.--- Tt teenie 1, 30 3. 80 


| 
| 





As one of America’s dedicated home builders, I say, “If credit needs to be 
controlled to prevent inflation and stop a possible ‘boom and bust’ then I’m 
willing to take my share but I am not willing to accept on the available evidence 
what’s being done to the home builder today.” 

I say this because I believe that the home builder is being discriminated against 
and forced to bear a disproportionate part of the effort to head off the inflation 
that is said to threaten our economy. 

Why? Remember those figures I cited a minute ago about plant and equip- 
ment expansion? There has been a 43 percent expansion of plant and equipment 
in the last 18 months—$5 billion more than was estimated in January 1956. The 
large corporations, which have expanded plant and equipment so hugely in the 
Jast 18 months, bringing such great pressure on the supply of credit 
have been influenced to do so as a result of the following factors 
or in combination : 

1. They believe as so many others of us do that America really has a bright 
and prosperous future and they want to keep up with our people’s needs. 

2. They think costs are going up, and figure they should build now rather than 
wait and pay higher costs. 

3. The tax laws give them a considerable break on the money they borrow, so 
that they are not as concerned as the home builders about a 1- or 2-percent in- 
crease in the price of the money. 


They know they have to build new and more efficient plants to stay in the 
race with their competitors. 

Frequently, the only way they can compensate for increased labor costs is 
anne their plants, and invest more money per worker so as to get a higher 
output per worker. Certainly, not all the recent wage increases are due solely to 
the fact that the individual worker has become so much more efficient. And 
since the large corporations desire to prevent a prolonged strike, either because 
of the economic cost or the public relations problems that follow, they go along 
with the demands, and then find they have to build new and more efficient plants 
to compensate for the increased wage. 

Assuming that the Federal Reserve Board is right and credits should be 
tightened, then I submit that every industry should be controlled in the same 


proportion. I contend that we home builders don’t have a ghost of a chance 


competing for available money with these two strikes—among others—against 
us: 


, certainly 
, either alone 


First, the tax advantages for plant and equipment expansion. For example, 
a lender recently bought a $150,000 airplane as equipment for his firm. When 
a builder told him that he could have bought fifteen $10,000 mortages and helped 
the builder out with those funds, the lender replied, ‘Yes, but I just couldn’t 
turn down that tax writeoff of 50 percent the first year and the balance in 5 
years.” 

Secondly, the controlled interest rate. The VA and FHA say discounts are 
legal provided the builder bears the discount. Not another industry in Americs 
is forbidden to pass legitimate costs on to its consumers. And not another 
industry is so controlled—controlled by returns on its product that is not com- 
petitive in the open money market. 

Here’s another example. A private investor agreed to take $1 million in 
VA loans and then backed out. He loaned the money directly to a small manu- 
facturing company. When asked by a builder for an explanation, he said, “I 
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loaned the money to a company to buy new equipment. You builders couldn't 
possibly compete, This plant has a 5-year tax writeoff. The plant could raise 
any bid you made.” Actually, the interest rate is insignificant to the tax 
advantage. 

Last week I heard some reports on what some big corporations are planning 
in the way of expansion. One major private utility is planning a rate of ex- 
penditure of $200 million a month for 15 months. A topflight finance company 
will spend up to $500 million and is willing to pay 45¢ percent for the money. 
Three other firms in the field reportedly will follow suit. The interest rate for 
a 5-year noncallable bond of a railroad is 54% percent. 

The situation is clear. Companies are after the available funds, and they 
are willing to pay a price for the money that we can’t touch because of con- 
trolled interest rates and tax advantages. 

During the past 10 days I have heard representatives of the Federal Reserve 
banks and Government present very convincing arguments about the need of 
controls. They have said, convincingly, there are signs of 1929—if we don’t 
pull in, 

Some are going to be hurt, they say, but it’s just a necessary process. You 
heard it yesterday. 

Yes; some are going to be hurt—but, I repeat, one industry should not be 
unjustly and unduly hurt because of its complexities. 

The more I think about it the more it seems to me that we are operating 
with policies that were designed to meet the depression of the 1930's. 

Our tax laws today are based on a philosophy that holds that we need to 
encourage spending and discourage saving. This, as I have indicated before, 
is a particularly important factor in encouraging the current high level of 
business spending for plant and equipment expansion which is using up so 
much of our investment funds today. 

The need. for housing legislation is obvious. We need badly to modernize 
our mortgage-financing devices. We need a central mortgage bank with suffi- 
cient funds and power to keep mortgages competitive with bonds and other 
investments. We will be in trouble periodically until such a tool is established. 

A Government spokesman said: “Dick, what should be done about plant 
expansion?” I said: “That’s where you put me in a dilemma. Plant expansion 
by Phillips, Cabot, Celanese, have created a good market for my houses. And 
yet the. same plant expansion has used up mortgage funds so I can’t finance 
those houses. Take plant expansion away from me and I’d be just as sunk 
as I am without mortgage money.” 

Obviously, there are limitations as to what the Government can do. But 
the fact remains that there are things which can be done. 

If Government is sincere in its belief that we are on the brink of a eritical 
inflationary period, then I want to do my part—and so do you and all other 
loyal Americans. But if the Government is sincere, let it prove its sincerity 
by stopping some of its own inflationary spending actions. 

I challenge the Government to consider this four-point program of action: 

1. Stop the construction of Capehart housing, which may be desirable but 
certainly is not necessary and which is in the process of devouring $3 billion. 

2. Stop: the Federal building program—post offices, etc. Again, these are 
desirable but not neeessary if our economy is on the brink of runaway inflation. 

3. Reevaluate the Federal defense spending—balancing a possible disaster at 
home against foreseeable disasters abroad. 

4. Establish some kind of voluntary credit restraint program to do a job 
similar to that which proved very effective in 1951 and would prove to be 
effective again if and when the proof of need of such action was submitted. 

The Federal Reserve does not need legislation to tell our large manufacturing 
corporations about the problems. If we do have too much plant and equip- 
ment expansion to digest properly in a hurry, then I would urge Mr. William 
McChesney Martin, the Chairman of the Federal Reserve, to call together the 
heads of the largest corporations in America and explain to them why restraint 
is needed. As an alternative, he could hold meetings all over America and do 
the same thing. I think Mr. Martin would be amazed at the response he 
would get. 

All of those might also well be used to bolster the economy at some needed 
future period. 

Courage and caution should be the byword of every homebuilder today— 
courage enough to fight as we have always fought, caution enough not to start 
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a house or project’without a written commitment for ‘construction money and 
the permanent mortgages. 

In conclusion, I do not. think the homebuilders are opposed to-hard- money 
as such if hard money is really good for the country, but we sure think it would 
be. fine if this rigidity were the same for all—big and small, homebuilder, 
appliance dealer; and automobile manwfacturer alike. 

And I again challenge the Government to take’ strong cooperative; corrective 
action and leadership if we are on the brink of runaway inflation. 

Mr. Stone. There is one thing the committee should think about, 
and that is, if there is away to provide money for the building program 
for veteran housing, it should be given considerable thought. To me, 
Iam nt favorable, and neither is our Administrator, that’ the Gov- 
ernment should be in the lending business for the total of the building 
program. It would cost a tremendous'amount of money. ‘Of course, 
we already are approaching: $40 billion now, and we: would prefer 
that~private lenders do’ the lending and’ provide the money for the 
building of homes. 

‘Mr. Epmonpson. ‘What percentage 6f the counties inthe United 
States is now under direct loan and what percentage of the population 
of the United: States is in the area under direct loan? Do you’ have 
those figures / 

Mr. Stone. The percentage of population would be low. 

Mr. Epmonpson. I would like to get those figures—the' percentage 
of the population of the United States that is presently under direct 
loan, as’ well asthe percentage of ‘counti¢s in the United States under 
direct loan. 

Mr. Sweeney. There are 3,074 counties—wholly eligible, 2,362 ; and 
partially eligible, 253. Now, we have made some adjustments. in the 
figures that we recited here this morning. ‘Tliere is a total of 2,686 
wholly or partially eligible out of 3,076. 

Mr-Epmonwson. Isit 3,076 or 3,074 ¢ 

Mr. Sweeney. 3,076. 

Mr. Epmonpson. I got your figures as 2,362 eligible and 253 par- 
tially eligible. Am I right on those two figures ? 

Mr. Sweenry. They handed me some corrected figures. The-total, 
wholly and partially, is 2,686. 

In answer to your population question, I ean give you the veteran 
population : 40 percent of the veterans are in the direct-loan area, and 
60 percent are in the metropolitan areas. 

Mr. Epmonpson. I think that Mr. Ayres has come up with one of 
the most constructive things that I‘have heard in a long time in the 
committee room. I would like to hear a comment on the idea of havi ing 
a loan application made in a VA office for direct loan, having your 

Administration look it over and determine whether or not it looks like 
a good direct-loan proposition, and then you pass that application 
over to your VHMC P people and say, “Do you fellows want this loan? 
It looks good to us.” If they say they want it, then use your VHMCP 
proc edure : if they say “No,” go through ‘with ‘the direct loan 6n ‘the 
basis of the application that has been made. 

Mr. Sweeney. That was our initial procedure. We used to'screen 
all of the applications and'then refer them over to the VHMCP’people. 
That, as you recall, caused a lot of delay. They wanted additional 
information. We did indicate then, as we saw it in a preliminary 
way—subject to our rules of appraisal—that we thought the veteran 



























4262 STATUS OF VA DIRECT LOAN PROGRAM 


was eligible for a guaranteed loan. That is what we did, but we got 
into some involvements there. 

Mr. Epmonpson. Who was making the principal beef about it as 
it operated then ? 

Mr. Sweeney. I think that we had some problem in the early days 
when their organization was getting underway. They had manpower 
trouble also about making the assignments. Maybe Mr. Brownstein 
can recall some of the details. 

Mr. Brownstein. It was done, as Mr. Sweeney said, in the hope 
that it would speed up processing, that the VHMCP people would be 
able to get all the information they wanted to have direct because some 
of the private lenders impose other requirements for information. 

Mr. Weaver. That was 45 days? 

Mr. Sweeney. I am talking about 45 days. 

Mr. Weaver. Early this year we were talking about 45 days and they 
reduced it to 20. 

Mr. Sweeney. Yes. In the middle of 1955 we again imposed the 
45-day rule because we had a lot of complaint about delays, about 
getting some form of commitment or rejection. We imposed the 45- 
day rule ourselves. As you recall, we had the discussion last year. 
First of all, we had it 20 days and it went to 45 days because they 
wanted some of their lender participants to review the applications 
in their home offices. They did not want to rely on their field repre- 
sentatives. So we gave them the extra days of grace. They revised 
the internal procedures between the correspondents and the lender 
participants. After we had the accord, we cut it back to 20 days. 

Mr. eee Which procedure do you think would be more 
convenient to the veteran ? 

Mr. Stone. The veterans were kicking about the runaround. 

Mr. Epmonpson. Do you think the present procedure is better than 
the one Mr. Ayres is proposing here from the standpoint of convenience 
to the veteran / 

Mr. Sweeney. May I depart a bit? Most of our complaints are 
coming from real-estate brokers and builders. When it gets down to 
the individual veteran, sure, he would like to know whether he is 
going to get a loan or not, particularly if he has signed a firm con- 
tract. I think some accelerated procedure should be adopted, whether 


it is VHMCP or VA, and he should be told—we will give you a com- | 


mitment, whether it takes 1 day, 10 days, or 20 days. I am not pre- 
pared to answer that question. If you determine that the security is 
eligible and that the veteran is eligible, subject to the checks for credit 
and appraisal, he should be given notice that a loan is forthcoming, or 
at least a loan commitment is forthcoming or that he is going to be 
turned down. Then he can renegotiate. I think that maybe we can re- 
view that and streamline so that we can let him know either he is 
going to get a loan or that he is not going to get a loan. 

Mr. Epmonpson. As I understood the figures a moment ago, 40 per- 
cent of the veteran population is in direct loan areas and 60 percent 
is in the nondirect areas. Can you tell me how the percentage of vet- 
erans who have received GI loans compares in the direct loan areas and 
the metropolitan areas? 

Mr. Sweeney. We do not have that information today. 

Mr. Epmonpson. Would you supply that information ? 

Mr. Sweeney. Yes. 

(The information follows :) 
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Mr. Epmonpson. I would like to see if the veterans now in direct- 
loan areas have had roughly the same percentage of GI loans as the 
veterans in the metropolitan areas. 

Mr. Stone. We have had a total of $587 million, or something like 
that—pretty close to $40 billion guaranteed. 

Mr. Epmonpson. And you would say looking at it roughly 

Mr. Sweeney. We have had a lot of guaranteed loans in the direct- 
loan area, and they are still being made in some isolated cases. We 
will break down the figures showing what we call veteran penetration ; 
how many veterans have guaranteed or direct loans in the direct-loan 
area. 

Mr. Epmonpson. It is an important figure for determining the 
needs of the continuation of this program. 

I do not know whether you have also available a breakdown of the 
percentage of veterans who own homes in the direct-loan areas and 
the percentage who own homes in the metropolitan areas. That would 
certainly be a valuable piece of information. 

Mr. Sweeney. The only place we could get that would be from the 
Bureau of the Census, and the 1950 figures are the latest we have on 
that. 

Mr. Weaver. Do you have any figures on the percentage of appli- 
cations turned into VHMCP and the percentage accepted? I think 
that would go a long way toward answering Mr. Ayres’ suggestion. 

Mr. Sweenry. VHMCP has that. 

Mr. Epmonpson. The chairman opened up this question of interest, 
and also Mr. Ayres. It was argued before to us that an increase in 
interest rates would bring about a substantially larger amount of 
money in the GI-housing market. Mr. Stone, do you have any 
opinion at this time as to the effect of an increase in the VA interest 
rate on the money in the GI-housing market ? 

Mr. Stone. It is very evident when the interest rate was raised 
from 4 to 41% percent it did bring a great deal of money into the build- 
ing market. 

Mr. Epmonpson. Do you think that a one-half percent increase in 
the interest rate would make VA loans competitive along with other 
money ¢ 

Mr. Stone. To a certain extent. It would improve them greatly, 
there is no question about that. For how long, I do not know, be- 
cause conditions change so in the money market. If the other inter- 
est rate is raised, money will dry up entirely for VHMCP and veteran 
loans. If we stay at 4 percent and FHA is raised to 414, there will be 
no money to speak of available for veteran loans at all. 

Mr. Epmonpson. Would it be inflationary to raise the VA interest 
rates / 

Mr. Stonz. I do not know. 

Mr. Epyonpsen. Do you feel that it wauld be or not, Mr, Sweeney ? 

Mr. Sweensy. Well, speaking from the pure economics, the question 
is, what is it you are trying to seek? We are attempting to get more 
housing for the veterans and you have this tight money market, Like 
everything else, I would assume you would have to go into the market 

and pay the prevailing rate. To answer your question whether a half 
point increase would create more money for GI loans, there are ob- 
servations made that it will not-create any new capital. It may divert 
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some of the money that is going to other investments into GI loans, 
But you have many other factors to consider in connection with this, 
and one is the fact when you increase rates, when you increase the rate 
on savings from 21% to 3 percent in commercial banks, do you increase 
the whole plateau of the interest rate structure, and further, would 
you eliminate some of this discount practice ? 

There is a school of thought that says that temporarily it may divert 
funds into the GI loans, but it is questionable in some areas whether 
you would lessen the amount of the discount. 

Mr. Epmonpson. Are there any nondiscount areas in the United 
States now? 

Mr. Sweeney. A few in the northeast, but money is getting tight 
there. I understand discounts are starting to run in that area of half 
a point to a point. We have some reports that there are some local 
lenders that are making par loans on a preferential and selective basis. 
However, the discounts are stepping up in many areas, particularly in 
the southwest and the west, where the demand is still high for money. 
I imagine that they have increased from the first of this year until now 
from a half point to two points. 

Mr. EpMonpson. What would be the effect on the GI loan program 
if the FHA were to administratively raise the interest rates on FHA 
loans ¢ 

Mr. Sweenry. Well, I assume if that should come about the commit- 
ments for GI loans would lessen and lessen each succeeding month and 
there would be a possibility that the only loans we would be closing 
would be those on which commitments had been made here during the 
fall or last summer; in other words, it would depress the GI loan 
program. 

Mr. EpMonpsoNn. Would you be given notice of any intended action 
of that kind and have an opportunity to make recommendations for 
the security of the GI loans program in advance of any such action? 

Mr. Sweeney. I assume that we would. That is an administrative 
problem. 

Mr. Epmonpson. Would you be faced immediately with an ad- 
ministrative problem in keeping your program going if that were to 
happen ? 

Mr. Sweeney. Certainly. 

Mr. Stone. There is a tremendous demand on everybody, FHA and 
everybody else, from builders and lenders, to raise their interest rates 
so that they will have money available for building. Builders are 
pretty hard up. They want to get going and they have not been able 
to get commitments. Their interest is very great Ps money. 
If they can get it by higher interest all right. ey would much 
rather pay a half percent more interest than they would to take a 6- 
or 8-point discount when they sell their mortgage paper. 

Mr. Ayres. In view of the comparatively small percentaeg of vet- 
erans left who have not used their GI loan, do you think the time is 
coming perhaps in this next session of Congress when it will be ad- 
visable to have one housing program for the veterans and nonveterans 
to eliminate a lot of the confusion that apparently exists between the 
FHA and VA as to who is going to get the money and what the interest 
rate is going to be? 

Mr. Strong. Of course, there is not confusion between us. 
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Mr. Ayres. I mean on a competitive basis. There is only so much 
available. If FHA is raised a little higher then the money is going 
to go into that market. 

Mr. Stone. Oh, yes. 

The CHarmman. You said that there was not any confusion. We 
are getting letters here that it is confusing to some people. Is it not 
true that FHA has authority to waive minimum standards in the 
field and VA does not? 

Mr. Stonr. No. Some of the field people assume that authority. 

The CuHarrman. You mean the FHA people? 

Mr. Stone. That is right. We get a lot of kicks from that. Some 
of the builders tell me that it costs them perhaps anywhere from $300 
to 5700 more to build a house under VA because we are demanding. 
We demand that they build according to the plans and specifications 
as submitted, as we are charged to do by the Congress, while FHA can 
make an appraisal of the house and approve certain things where 
they are not structurally deficient. 

_ The Cuatrman. You are sure the FHA people do not have author- 
ity to waive / 

Mr. Stone. They tell me not. We have brought that to their 
attention several times and they say they do not have authority to 
do it. 

Mr. Sweenry. When it comes down to the basic MPR’s we have 
assurance from the FHA Commissioner and his technical staff that 
no office has the right to waive or modify the MPR’s. There may 
be some technical know-how as to how to put up trusses and whatnot 
that are not specificially set forth in the MPR’s. But they have no 
right to waive or modify the MPR’s. Human nature being what it 
is, there is often pressure. Those offices have some technical incom- 
petency and I assume that what appears to be a modification or waiver 
of MPR’s does develop in some field offices. 

Mr. Epmonpson. There is not any intention in this present fiscal 
year at this time not to take each of the $50 million allocations for 
this program ? 

Mr. Sweeney. No, sir. Right now we plan to withdraw the $50 
million each quarter. 

Mr. Epmonpson. This committee would like very much to leave a 
standing request with your office that we be informed if there is any 
change in your intentions on that score. 

Mr. Stone. There will be nochange. The way the situation is now, 
there will be no change at all. 

I think Chairman Teague’s question is quite pertinent about hear- 
ing a few complaints. You will get them. We get them from build- 
ers. We get complaints that we are too tough. We cannot be 
lenient. The MPR’s are minimal at best. We feel that we must live up 
to our inspectors’ findings and report every single flaw they find. 
Our people have authority to look it over and if there is not any 
structural defect in it, they have a right to approve it and let it 
go. Some of the builders do not like it. It is natural that they 
will turn to FHA for building their homes because, as the builders 
tell me, they do not have so many restrictions and requirements to meet. 

Mr. Epmonpson. In the light of this vastly accelerated demand that 
you have at this time over last year for this direct-loan money, have 
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you been increasing your allocations to the regional offices accord- 
ingly ? 

‘Mr. Srone. As needed; yes. 

Mr. Epaonpson. “As needed.” I think that you could help to 
meet this situation that all of us are running into in our districts 
if instead of waiting until they run out of money just double the 
allocations they now have in these direct-loan offices and let them 
know that they have this big fund of money on hand, this $292 
million coming up over the balance of this fiscal year and the next 
fiscal year, and that they can expect additional funds. 

Mr. Stone. There should be no question in any of their minds about 
money. T hey know how to handle the matter. We have doubled the 
allocations made last year. There is plenty of money available. 

Mr. Epmonpson. You have doubled last year’s allocations already ? 

Mr. Sronr. Yes. It would be foolish to send to every single spot 
when you might have to draw back. 

Mr. Epmonpson. The funds available in the Muskogee office in 
30 counties in eastern Oklahoma are less than $400,000 for lending. 
That is not a very large sum of money. I guess it is a little over 
$10,000 a county. 

Mr. Stone. $400,000? 

Mr. Epmonpson. For the total of 30 counties in eastern Oklahoma. 

Mr. Strong. That is ample money and they can ask for more today 
if they think they need it. There is not any trouble about the money 
being allocated. 

Mr. Epmonpson. I think if they really felt that, you would see a 
faster movement on some of these applications that’ are pending. 

Mr. Srone. Then it is just lackadaisical slowness on their part. It 
is entirely unnecessary and uncalled for. 

Mr. Ayres. I think that you are going to find more interest—and 
I know the chairman talked about this last year—in having a Federal 
housing program that covers both veterans and nonveterans. When 
you look at the veteran population today the average veteran who is 
eligible for GI loans has been out of the Army for 10 years, and if 
he has not been able to accumulate a sizable downpayment in 10 years 
I do not know how much he is going to accumulate in the next 3 or 
4 years, if we keep expanding» the program. The average buyer, 
whether he be veteran or nonveteran, who is in the market for a FHA 
or a VA loan falls in the middle-income group. The fellow in the 
higher-income group, he has gone ahead and gotten a conventional 
loan. The person in the extreme low-income group cannot qualify in 
most instances because he is making a big payment on an automo- 
bile or a new refrigerator and he has commitments to where he can- 
not make a downpayment. I think that we can place a lot of im- 
portance on interest rates that is really net of too much concern to the 
man who is in the market for a house. We went through this whole 
thing before 4 years ago. At that time we found that he was interested 
in two things: first, a low downpayment; second, monthly payments 
that he could afford to make. That same individual who is in the 
market for a home may go and buy a new automobile, and he does 
not even ask what the interest rate is. 

I do not know how far we can go in this committee by saying to 
the prospective home buyer, “We are not going to permit. you to pay 
more than a certain-percentage; we.are going to hold the interest rate 
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at. a certain figure and if you cannot find a loan at that figure go ahead 
and live in the rented house and do not worr y about buying a home.” 

I think as far as public opinion is concerned they are of the opinion 
that we should work to get a program whereby they can get a home 
for a low downpayment and fair monthly payments, but that we 
should make it possible for them to get one. At the present time in 
my area in Ohio it is next to impossible for a veteran to get a GI 
loan. He has to be an exceptional citizen with large savings. He 
has to be able to make a large downpayment. He has to have A-1 
credit, oe the house has to be a good buy. 

Mr. Srone. Your interest rate bears on that particular question. 
As to the housing program itself, and as far as the veteran is con- 
cerned, we try our best to administer the laws as you make them. 

Mr. Epmonpson: What would happen if we do raise the interest 
rate another half percent ? 

Mr. Srone. It will just put the money mto more competition. I am 
not advocating the raising of the interest rate. The Administrator 
and myself are against it, “but I am only trying to answer your ques- 
tions on that basis, that we are told that it will put our paper, or the 
loan-guaranteed paper, in better competition. Take a builder who 

rants to build more homes and has to sell his mortgage at 92. We 
cannot allow any discount at all in figuring the cost of the house; 
therefore, he cannot build a house at a profit. So if he can sell that 
at 97 or 98, turn it over quickly, he can keep on building because he 
can still make a good fair profit. 

Now, you are “talking about direct loans. We have not mentioned 
at all the direct loans are limited to $10,000, while VHMCP can go 
to any height. I think what brings some criticism on us is the limi- 
tation. You do not get much of a house at $10,000 today. We have 
not sent out any instructions, but we are telling our people—person- 
ally, I am—be very careful about more two- Painted houses. We 
have had an awful lot of them, and they are not going to be too good in 
some areas in years to come. The families are growing to where some 
of these veterans need more rooms. And the boys that are buying now 
are of the older family type and the 2-bedroom houses are about all 
that we can build for $10,000 or less, and they are not desired im many 
areas. 

So it is possible that you should look at that as a possible source 
of making more available. 

Mr. Epmonpson. I think you have a good point there. It was just 
a little over 2 years ago that we were told that a half-percent increase 
in the interest rate would solve our problem. I can see a pretty 
frightening spiral facing us if every 2 or 3 years we are going to have 
to increase the interest rate one-half percent in order to keep the home 
fires burning under this building program. 

I was very interested in your statement that.you were opposed to 
an interest-rate increase at this time. I am perfectly willing to hear 
arguments in behalf of an interest-rate increase, to hear a case offered 
on the subject, but it is going to take more than general persuasion to 
convince me it is good medicine for the economy ‘Tight now to have it. 

Mr, Ayres. In view of the fact that you and the Administrator are 
on record as being against an increase in the interest rate, how do 

you propose that the some three million veterans that we estimate 
are in the market for GI loans are going to get the loans next year? 
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Mr. Stone. If we have to do it, about the only way to do it is by 
raising the interest rate, and that is something you have to face. My 
reference was that personally we do not want it raised. We would 
like to see money provided by the lending institutions of this coun- 
try at 414-percent interest. That is what we would have liked to 
have done. We cannot do it by law. We cannot do it by force in 
any way. They have, I feel, participated through VHMCP with a 
sole desire to serve the veterans and also to stop in a way Government 
lending at a loss to their business. There is no question about it 
because they can sell their money for what it is worth today. We have 
to admit that money is higher and costlier than ever before. Auto- 
mobiles have gone up, houses have gone up, everything has gone up, 
so why should not money go up? 

Mr. Ayres. As you say, the lender has gone along with VHMCP 
in some instances to take the heat off and to prevent an expanded 
direct-loan program. But the small number of loans, comparatively 
speaking, that have been made have not scratched the surface. They 
certainly have not satisfied the demands of both the veteran and the 
nonveteran that are seeking homes. 

Mr. Strong. Now, there is a question on that. I have talked with 
practically all our managers on the one particular question: Do you 
have any instances that have been brought to your attention that 
through the failure of the VHMCP program any veteran has been 
kept from getting a house? And the answer has been “No.” 

Vow, you may get a lot of criticism and a jot of kicks from individ- 
uals who have not been able to get a loan. We probably would not 
make them a direct loan either because they do not meet the criteria 
needed to pay back the loan. We do not make loans to every single 
person that asks. Perhaps it is 45 percent that are found eligible for 
that loan, and that is about what the record is. 

Mr. Epmonpson. Your direct-loan program shows 15,188 applica- 
tions received in the period ending June 30, 1956, and 10,559 applica- 
tions approved. That is over a two-thirds approval rate that you have 
on your direct-loan program. That is after VHMCP has syphoned 
them and discarded them and turned them down. I would think that 
it is a pretty remarkable rate of approval on loans after another bunch 
of people have gone through and apparently picked out the cream of 
the crop. 

Mr. Stone. There are a lot of times that people come into the office 
and talk about it and do not file an application. The average is prob- 
ably a little less. I had my figure reversed. I meant that 45 percent 
were turned down as an average throughout the whole time and about 
55 percent were granted. That does not give you the 100-percent 
picture of everybody who inquired about a direct loan. I have had 
2 or 3 cases brought to my attention, very critical, and each time there 
would be nobody that would have made a loan to those individuals. 
No one could have. After all, we want to get the money back. 

Mr. Weaver. You are speaking of interest rates. Do you think 
if the interest rates are higher, that definitely will improve the situa- 
tion ? 

Mr. Stone. Undoubtedly it will and it will make the resale of mort- 
gage pepe at a higher price too. The 414-percent mortgage probably 
would drop in the market to around 90 to 91 on the average. They 
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tell me that a 5-percent first mortgage today is up to around 98 for 
the time being. How long it stays there is just a matter of what 
conditions are 6 months or a year from now. 

Mr. Epmonpson. Is it an accurate statement to say that a one-half- 
percent increase on a loan on the average will add somewhere between 
$900 and $1,000 to the cost of the house? 

Mr. Downer (staff of committee). Approximately. 

Mr. Epmonpson. I would be interested to get Mr. Stone’s answer 
on that. 

Mr. Strong. On a 25-year loan? 

Mr. Epmonpson. A one-half-percent increase on a $10,000 loan for 
25 years would add about what to the cost? 

Mr. Stoner. I have not figured it. I would say that 1 point should 
be about $750. 

Mr. Brownstein. If it would run to maturity, it would run over 
$600. They usually do not run to maturity. 

Mr. Epmonpson. I understand that Mr. William Paynter is in the 
room and there is a possibility he might want to make some comment 
on the testimony that has been given this morning from the standpoint 
of Mr. Coles’ office or the VHMCP. Is that correct or not? 


STATEMENT OF WILLIAM PAYNTER, CONGRESSIONAL LIAISON 
OFFICER, HOUSING AND HOME FINANCING AGENCY 


Mr. Paynter. No; I came just as an observer. 

Mr. Epmonpson. We are going to want to hear from the VHMCP 
people before very long. I do not know that we will hear them during 
the current hearings, but we are going to prepare some questions that 
we would like to have answered, specifically on the question of the 
effectiveness of VHMCP in meeting this problem in the direct-loan 
area. I am sure that you are not prepared on that subject this morn- 
ing, but you will be getting some questions on that, and I would appre- 
ciate your informing them the committee will be asking for the facts 
on that. 

Did you have anything further to say, Mr. Sweeney ? 

Mr. Sweeney. No, sir. 

Mr. Epmonpson. I want to thank you gentlemen once again for a 
very well prepared statement and analysis of the situation to the 
extent I am sure you are able to sum it up right now. 

This is the first information I have had from the official sources that 
$50 million was not used in this direct-loan program that Congress 
appropriated for that purpose. I am sorry to hear it is not going to 
be available without further legislative action, but, on the other hand, 
I a getting the information that is necessary. It will be 
helpful to know it. 

Thank you, gentlemen, very much. 

The committee will stand adjourned. 

(Whereupon, at 11 a. m., the committee adjourned.) 
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